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On July 3> the cabinet of Premier Saito resigned and a new cabinet, headed
by Admiral Okada, took office.
ESTIMATING THE OKADA CABINET
July 6, 1934
Cabled the Department an extensive estimate of the new cabinet
given me by an eminent Japanese liberal. He regards it as an out-
standing victory for the moderates, as indeed it is, because the
chauvinists were pressing hard for an ultra-nationalist line-up.
Saionji, Makino, and their group are clearly in the saddle. Foreign
Minister Hirota and War Minister Hayashi are to stay, and Finance
Minister Takahashi for a while, although he will probably later be
succeeded by the Vice-Minister of Finance, Fujii. My informant
told me that the decision had come like a " thunder clap " and that
if the United States had had the privilege of choosing the cabinet
in its own interests, it could not have done better. The new cabinet,
he said, would follow precisely the policy of the Saito cabinet but
with more driving force and initiative, which Saito lacked, I told
the Department that while I was not yet in a position to subscribe
to the foregoing estimate in its entirety, I did believe that the
moderates had come out on top. My source of information had
already shown that his opinion was worthy of consideration because
he had predicted Admiral Okada's appointment some time before
the latter's name had even been mentioned publicly.
A HELPFUL TALK WITH THE SOVIET AMBASSADOR
September 7, 1934
Called on the Soviet Ambassador and asked him if there were any
particular developments or facts concerning the negotiations for the
sale of the Chinese Eastern Railway other than those which had
appeared in the press which he might be willing to tell me. Mr.
Yurenev replied that in spite of the Japanese statement that the
negotiations had only been adjourned, they were in fact broken off
de facto. He said that the termination of the negotiations had at
Jeast eliminated from the scene Mr. Ohashi, who was an ignorant
.and obstructive element and had been brought into the negotiations
•only at the insistence of the Japanese military in Manchuria. He
•thought that Mr. Hirota was equally glad to be rid of him.
I asked Mr. Yurenev whether the failure to come to terms on the
sale of the railway was not more a question of prestige and a desire
to achieve a moral victory than a mere question of price because the
Soviet demand and the Manchukuo offer were now separated only
by the comparatively trivial difference of ¥40,000,000. The Am-
bassador replied that the Japanese were great bargainers where
money was concerned and that Mr. Hirota when Ambassador in
Moscow had haggled for a long time with the Soviet Government
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